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applicant may have proposed in its ap-
plication. In addition, the loan docu-
ments may contain covenants and con-
ditions the Administrator deems nec-
essary or desirable to provide addi-
tional assurance that loans will be re-
paid and the purposes of the loan will 
be accomplished. 

(3) The recipient of a loan will be re-
quired to execute a security instru-
ment in form and substance satisfac-
tory to RUS and must, before receiving 
any advance of loan funds, provide se-
curity that is adequate, in the opinion 
of RUS, to assure repayment, within 
the time agreed, of all loans to the bor-
rower under the DLT program. This as-
surance will generally be provided by a 
first lien upon all facilities and equip-
ment financed by the loan. RUS may 
require additional security as it deems 
necessary. 

(4) Adequate security may also be 
provided by third-party guarantees, 
letters of credit, pledges of revenue, or 
other forms of security satisfactory to 
RUS. 

(5) The security instrument and 
other loan documents required by RUS 
in connection with a loan under the 
DLT program shall contain such 
pledges, covenants, and other provi-
sions as may, in the opinion of RUS, be 
required to secure repayment of the 
loan. 

(6) If the project does not constitute 
a complete operating system, the DLT 
recipient shall provide evidence, in 
form and substance satisfactory to 
RUS, demonstrating that the recipient 
has sufficient contractual, financing, 
or other arrangements to assure that 
the project will provide adequate and 
efficient service. 

(f) Prior to the execution of a grant 
and loan document, RUS reserves the 
right to require any changes in the 
project or legal documents covering 
the project to protect the integrity of 
the DLT program and the interests of 
the government. 

(g) If the applicant fails to submit, 
within 120 calendar days from the date 
of RUS’ selection of an application, all 
of the information that RUS deter-
mines to be necessary to prepare legal 
documents and satisfy other require-

ments of this subpart, RUS may re-
scind the selection of the application. 

[64 FR 14357, Mar. 25, 1999; 64 FR 25422, May 
12, 1999] 

§ 1703.106 Disbursement of loans and 
grants. 

(a) For financial assistance of $100,000 
or greater, prior to the disbursement of 
a grant and a loan, the recipient, if it 
is not a unit of government, will pro-
vide evidence of fidelity bond coverage 
as required by 7 CFR part 3019. 

(b) Grants and loans will be disbursed 
to recipients on a reimbursement basis, 
or with unpaid invoices for the eligible 
purposes contained in this subpart, by 
the following process: 

(1) An SF 270, ‘‘Request for Advance 
or Reimbursement,’’ will be completed 
by the recipient and submitted to RUS 
not more frequently than once a 
month; 

(2) RUS will review the SF 270 for ac-
curacy when received and will schedule 
payment if the form is satisfactory. 
Payment will ordinarily be made with-
in 30 days; and 

(3) For financial assistance approved 
during and subsequent to FY 1999, 
funds will be advanced in accordance 
with 7 CFR 1744.69. 

(c) The recipient’s share in the cost 
of the project must be disbursed in ad-
vance of the loan and grant, or if the 
recipient agrees, on a pro rata distribu-
tion basis with financial assistance 
during the disbursement period. Recipi-
ents will not be permitted to provide 
their contributions at the end of the 
project. 

(d) A combination loan and grant will 
be disbursed on a pro rata basis based 
on the respective amounts of financial 
assistance provided. 

§ 1703.107 Reporting and oversight re-
quirements. 

(a) A project performance activity re-
port will be required of all recipients 
on an annual basis until the project is 
complete and the funds are expended 
by the applicant. 

(b) A final project performance re-
port must be provided by the recipient. 
It must provide an evaluation of the 
success of the project in meeting the 
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objectives of the program. The final re-
port may serve as the last annual re-
port. 

(c) RUS will monitor recipients, as it 
determines necessary, to assure that 
projects are completed in accordance 
with the approved scope of work and 
that the financial assistance is ex-
pended for approved purposes. 

(d) Recipients shall diligently mon-
itor performance to ensure that time 
schedules are being met, projected 
work by time periods is being accom-
plished, and other performance objec-
tives are being achieved. Recipients are 
to submit an original and one copy of 
all project performance reports, includ-
ing, but not limited to, the following: 

(1) A comparison of actual accom-
plishments to the objectives estab-
lished for that period; 

(2) A description of any problems, 
delays, or adverse conditions which 
have occurred, or are anticipated, and 
which may affect the attainment of 
overall project objectives, prevent the 
meeting of time schedules or objec-
tives, or preclude the attainment of 
particular project work elements dur-
ing established time periods. This dis-
closure shall be accompanied by a 
statement of the action taken or 
planned to resolve the situation; and 

(3) Objectives and timetable estab-
lished for the next reporting period. 

§ 1703.108 Audit requirements. 
A recipient of financial assistance 

shall provide RUS with an audit for 
each year, beginning with the year in 
which a portion of the financial assist-
ance is expended, in accordance with 
the following: 

(a) If the recipient is a for-profit en-
tity, a Telecommunications or Electric 
borrower, or any other entity not cov-
ered by the following paragraph, the 
recipient shall provide an independent 
audit report in accordance with 7 CFR 
part 1773, ‘‘Policy on Audits of RUS 
Borrowers.’’ 

(b) If the recipient is a State or local 
government, or non-profit organiza-
tion, the recipient shall provide an 
audit in accordance with 7 CFR part 
3052, ‘‘Audits of States, Local Govern-
ments, and Non-Profit Organizations.’’ 

[64 FR 14357, Mar. 25, 1999; 64 FR 25422, May 
12, 1999] 

§ 1703.109 Grant and loan administra-
tion. 

RUS will conduct reviews as nec-
essary to determine whether the finan-
cial assistance was expended for ap-
proved purposes. The recipient is re-
sponsible for ensuring that the project 
complies with all applicable regula-
tions, and that the grants and loans are 
expended only for approved purposes. 
The recipient is responsible for ensur-
ing that disbursements and expendi-
tures of funds are properly supported 
by invoices, contracts, bills of sale, 
canceled checks, or other appropriate 
forms of evidence, and that such sup-
porting material is provided to RUS, 
upon request, and is otherwise made 
available, at the recipient’s premises, 
for review by the RUS representatives, 
the recipient’s certified public account-
ant, the Office of Inspector General, U. 
S. Department of Agriculture, the Gen-
eral Accounting Office, and any other 
official conducting an audit of the re-
cipient’s financial statements or 
records, and program performance for 
the grants and loans made under this 
subpart. The recipient shall permit 
RUS to inspect and copy any records 
and documents that pertain to the 
project. 

§ 1703.110 Changes in project objec-
tives or scope. 

The recipient shall obtain prior writ-
ten approval by RUS for any material 
change to the scope or objectives of the 
project, including any changes to the 
scope of work or the budget submitted 
to RUS. Any material change shall be 
contained in a revised scope of work 
plan to be prepared by the recipient, 
submitted to, and approved by RUS in 
writing. 

§ 1703.111 Grant and loan termination. 

(a) The financial assistance may be 
terminated when RUS and the recipi-
ent agree upon the conditions of the 
termination, the effective date of the 
termination, and, in the case of a par-
tial termination of the financial assist-
ance, any unadvanced portion of the fi-
nancial assistance to be terminated 
and any advanced portion of the finan-
cial assistance to be returned. 
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